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SUGGESTIONS 


IN  BEHALF  OF  CURRENCY  REFORM 


[from  the  new  YORK  JOURNAL  OF  COMMERCE  AND  COMMERCIAL  BULLETIN  OF  JAN.  8tH,  1895.] 


Our  references  from  time  to  time  to  the  currency  question  have  been  numerous,  but  necessarily,  from 
limitations  of  space,  disconnected  ; and  therefore  perhaps  few  of  our  readers  have  been  able  to  form  an  esti- 
mate of  the  views  of  this  journal  as  a complete  whole.  It  thus  seems  proper  to  present  the  following  summary 
view  of  opinions  previously  expressed  in  our  columns  in  less  connected  detail : 

I.  Authorize  the  redemption  and  cancellation  of  all  outstanding  United  States  notes  and  Treasury  notes 
of  July  14,  1890. 

(a)  Said  redemptions  shall  not  at  any  time  exceed  in  amount  the  issues  of  bank  notes  provided  for  below,  under  Section  III. 

(b)  To  provide  the  means  for  these  redemptions,  the  Secretary  of  the  Treasury  shall  be  required  (i)  To  use  at  his  discretion 
the  fund  in  the  Treasury  known  as  the  “ gold  reserve  (2)  To  sell  at  his  discretion,  from  time  to  time,  the  silver  in  the  United  States 
Treasury  acquired  by  purchases  under  the  Act  of  July  14,  1890  ; ($)  To  use  for  this  purpose  ail  revenue  not  otherwise  appropriated  ; 

(4)  For  the  same  exclusive  purpose,  a duty  of  2 cents  per  pound  on  coffee  and  4 cents  per  pound  on  tea  shall  be  paid  on  all  imports  of 
those  articles,  until  all  the  aforesaid  notes  shall  be  declared  redeemed  by  the  Secretary  of  the  Treasury,  when  such  duties  shall  cease  ; 
and  (5)  The  Secretary  of  the  Trea‘*ury  shall  be  authorized  to  borrow,  for  the  aforementioned  purpose,  on  bonds  payable  after  six  years 
from  date  of  issue  at  the  pleasure  of  the  Government,  and  at  a rate  of  interest  not  exceeding  3 per  cent,  such  amount  as  may  be  found 
necessary  in  addition  to  the  proceeds  from  the  four  other  sources  above  enumerated. 

(c)  The  National  banks  shall  be  permitted  to  hold  one-half  of  their  legal  reserves  in  the  form  of  the  aforesaid  bonds,  in  lieu  of 
an  equal  amount  of  lawful  money  ; that  privilege  to  cease  five  years  from  the  date  of  authorizing  Act. 

II.  From  and  after  six  months  following  this  date,  the  Treasury  shall  not  reissue  any  notes  authorized 
under  the  legal  tender  Acts  and  the  Act  of  July  14th,  1890. 

III.  After  the  date  of  this  Act,  any  incorporated  bank  within  the  United  States,  having  a paid-up  and 
unimpaired  capital  of  not  less  than  $20,000,  shall  be  permitted  to  issue  circulating  notes  to  an  amount  at  no 
time  exceeding  75  per  cent  of  said  paid-up  and  unimpaired  capital,  upon  the  conditions  following  : 

(1)  That  such  notes  shall  constitute  a first  lien  upon  the  entire  assets  of  the  bank  and  a claim  upon  the  stockholders  to  the  full 
amount  of  tbeir  ownership  of  stock  ; 

(2)  That  each  issuing  bank  shall  pay  a tax  of  of  one  per  cent  per  annum  on  its  average  circulation,  to  defray  the  expense* 

. of  the  administration  of  this  law  and  of  printing  the  notes  ; 

(3)  That  no  banks  shall  issue  notes  under  this  Act  until  the  Secretary  of  the  Treasury  and  the  Comptroller  of  the  Currency  are 
satisfied  that  the  bank  applying  for  this  francbiie  has  entirely  complied  with  the  herein  specified  conditions  ; 

(4)  I'hat  the  Comptroller  of  the  Currency  shall  be  required  to  call  for  quarterly  statements  from  issuing  banks  of  such  items  as 
he  deems  necessary  to  show  whether  they  have  continuously  complied  with  all  the  provisions  of  law  affecting  note  issues  ; 

(5)  That,  if  any  bank  should  fail  to  comply  with  these  conditions  of  issue,  the  Comptroller  of  the  Currency  may,  at  his  discre- 
tion, require  such  bank  to  call  in  its  notes  and  cease  issuing ; 

(6)  That,  immediately  upon  the  failure  of  a bank,  the  Comptroller  of  the  Currency  shall,  if  the  bank  be  organized  under  the 
National  system,  cause  the  note  obligations  to  be  paid  first  and  with  all  promptness,  and,  if  it  be  organized  under  a State  law,  shall 
appoint  an  administrator  in  the  sole  interest  of  the  noteholders,  to  whom  shall  be  payable,  out  of  assets  and  shareholders*  liability,  an 
amount  sufficient  to  liquidate  all  outstanding  notes,  before  the  claims  of  any  other  rlass  of  creditors  are  considered  ; 

(7)  That  the  notes  of  a failed  bank  shall  bear  5 per  cent  interest  from  the  date  of  failure  until  the  payment  of  the  notes  ; 

(8)  That  the  notes  of  all  banks  shall  be  printed  by  the  United  States  Government,  after  such  uniform  design  as  the  Comp, 
troller  of  the  Currency  may  approve,  the  printing  of  the  issues  of  National  banks  to  be  in  one  color  and  of  the  State  banks  in  a 
different  color ; 

(9)  That  the  denominations  of  the  notes  shall  not  be  in  lower  amounts  than  $5,  unless  the  Comptroller  is  satisfied  that  the 
public  convenience  requires  lower  denominations,  in  which  case  notes  of  $2  may  be  issued  ; 


(lo)  Now  c;  isting  National  banks  shall  have  the  choice  of  continuing  to  issue  under  the  present  National  banking  laws  or  of 
accepting,  in  lieu  th  reof,  the  conditions  of  issue  herein  prescribed. 

IV.  In  order  to  insure  ample  and  expeditious  current  redemption  of  circulating  notes,  there  shall  be 
established  six  Red  :mption  Districts  by  the  Comptroller  of  the  Currency,  in  the  manner  following: 

(1)  The  li  nits  of  the  districts  shall  be  determined  with  due  regard  to  an  equal  division  of  banking  capital  and  of  geo- 
graphical area; 

(2)  The  re  eeming  agents  shall  consist  of  banks  situated  centrally  in  their  respective  districts,  and  shall  be  appointed  by  the 
Comptroller  of  the  < urrency: 

(3)  The  ba  »ks  shall  keep  a deposit  in  lawful  money,  with  the  agencies  of  their  respective  districts,  at  no  time  less  than  2 per 
cent  of  their  outstar  ding  circulation,  from  which  the  agency  shall  make  redemption  of  their  notes; 

(4)  The  ag  mcies  shall  receive  from  the  banks  within  their  respective  districts  the  notes  of  banks  situated  in  other  districts  and 
shall  forward  the  ?a  ic,  for  payment,  to  the  agency  for  the  district  in  which  such  notes  were  issued; 

(5)  Each  a ency  shall  forward  a report  to  the  Comptroller  of  the  Currency,  at  the  beginning  of  each  month,  showing  what 
was  the  average  rati  > of  deposit  to  circulation  of  each  bank  in  the  district  for  the  month  preceding; 

^ (6)  In  case  of  the  failure  of  a bank,  the  agency  shall  suspend. redemptions  for  such  bank  and  shall  hand  over  the  balance  %o 

its  credit  to  the  rece  ver  of  such  bank. 

V.  From  tl  is  date,  no  bank  note  shall  be  a legal  tender  for  any  payments,  except  for  debts  due  to 
the  issuer. 

VI.  Ail  ban  c notes  shall,  from  this  date,  be  redeemed  in  lawful  money  of  the  United  States, 

VII.  From  late  of  Act  and  until  the  United  States  notes  and  the  Treasury  notes  of  1890  have  been 

entirely  redeemed,  he  Acts  of  Congress  relating  to  reserves  against  deposits  shall  be  suspended. 

Some  explan  .tions  are  needed  respecting  our  suggestions  for  raising  the  means  for  liquidating  the  legal 
tenders.  Plans  are  forthcoming  from  various  quarters  asking  for  authorization  to  borrow  to  the  extent  of  500 
millions,  which  wou  d cover  the  entire  amount  of  notes  outstanding.  This  is  a hasty  and  almost  ludicrously 
■exaggerated  estims  te  of  the  real  extent  of  borrowing  that  would  be  needed.  It  is  overlooked  that  the 
retirement  of  the  r otes  ought  to  be,  and  from  the  nature  of  the  case  must  prove  to  be,  a slow  and  gradual 
operation,  extendin  ; probably  over  four  or  five  years.  Duiing  that  period,  occasion  could  be  found  for  quite 
other  and  more  legi  :imate  means  of  liquidaiion  than  loans,  which  would  very  materially  reduce  the  necessity  for 
issuing  bonds.  It  i s not  supposable,  for  instance,  that  we  shall  henceforth  cease  to  have  more  or  less  surplus 
revenue  devotable  tD  the  sinking  fund;  and  it  could  hardly  be  an  extravagant  estimate  to  suppose  that,  within 
the  next  four  or  fivi  years,  a total  of  125  to  150  millions  may  accrue  from  that  source. 

Again,  the  T easury  gold  reserve  is  expressly  devotable  to  these  redemptions  and  must  be  so  used  at 

some  stage  or  stag*  s pending  the  process  of  liquidation.  Ways  will  be  found  for  maintaining  that  fund  at  an 
approximation  to  n o millions;  for  that  is  the  most  immediate  and  urgent  necessity  of  the  Treasury  and  must 
be  met,  notwithstar  ding  that  the  volume  of  legal  tenders  may  be  subjected  to  a process  of  reduction.  From 
this  source,  therefo  re,  it  would  seem  reasonable  to  expect  a resource  for  redemptions  of  not  less  than  75 
millions. 

Again,  the  T -easury  holds  140  million  ounces  of  silver,  purchased  under  the  Sherman  Act  of  1890;  the 
really  propej:  use  ol  which  would  be  to  realize  upon  it,  from  time  to  time,  as  the  Sherman  notes  were  retired. 
At  the  now  current  market  value  of  silver,  this  asset  should  bring  about  $85,000,000  devotable  to  the  liquidation 
of  notes.  It  is  not  unlikely  that  the  mining  States  might  stoutly  oppose  the  marketing  of  such  a large  amount 
of  the  white  metal  but  it  is  very  doubtful  whether  their  now  weakened  position  in  Congress  would  enable 
them  to  interpose  £ ny  insurmountable  obstacle.  Should  it  prove  otherwise,  that  asset  should  be  appropriated 
as  a reserve  for  th«  better  protection  of  our  other  forms  of  silver  currency,  thereby  making  that  kind  of  money 
much  more  secure. 

From  these  three  sources — surplus  revenue,  gold  reserve  and  the  Sherman  silver, — we  might  thus 
calculate  upon  a cc  mbined  resource  for  the  retirement  of  legal  tenders  amounting  to  close  upon  $300,000,000. 
fust  so  far  as  it  is  setter  to  liquidate  old  debts  than  to  renew  them,  it  is  desirable  to  pay  a portion  of  these 
obligations  from  sc  ne  specially  appropriated  tax  than  to  fund  them.  We  have  therefore  suggested  a tax  on 
imports  of  coffee  cf  2 cents  per  pound  and  on  tea  of  4 cents  per  pound;  from  which  a combined  revenue  of 
about  $15,000,000  per  year,  or  $60,000,000  for  say  four  years,  would  accrue.  From  these  united  sources,  a 
resource  for  liquid;  tions  approximating  $360,000,000  might  be  expected  to  be  gradually  forthcoming  within  the 
period  presumably  Dccupied  in  the  withdrawal  of  the  legal  tenders.  If  we  allow  25  millions  for  the  amount  of 
legal  tenders  lost  c r destroyed  since  the  date  of  their  first  issue,  the  sum  of  notes  to  be  paid  would  be  about 
475  millions;  and  ( educting  from  that  amount  the  liquidation  to  be  effected  from  the  resources  just  mentioned, 
it  would  follow  tha : the  amount  of  borrowing  really  necessary  might  quite  possibly  be  found  to  not  exceed  125 
millions.  This  qu*  stion  of  ways  and  means  for  getting  rid  of  the  greenbacks  and  Shermans  is  thus  seen  to  be 
a far  less  formidab  e affair  than  it  has  been  imagined  to  be  by  legislators  who  have  asked  for  authorization  to 
issue  500  millions  * f bonds. 

In  the  exec  ition  of  the  contemplated  program,  there  must  be  sensitive  points  at  which  more  or  less 
serious  friction  m ght  very  possibly  arise.  The  withdrawal  of  the  legal  tenders  will  directly  and  from  the 


ii 


■beginning  impinge  sharply  upon  the  reserves  of  the  National  banks  and  upon  those  of  many  of  the  State  banks. 
In  proportion  as  the  legal  tenders  are  withdrawn  from  the  reserves,  the  banks  will  have  to  replace  those  notes 
by  gold;  and  that  is  a process  which  cannot  be  done  at  pleasure.  The  banks  will  thus,  through  the  whole  process, 
be  exposed  to  embarrassment  in  keeping  their  holdings  of  lawful  money  up  to  the  legal  requirements;  which 
might  and  probably  would  act  very  unfavorably  upon  the  money  market  and  cause  general  disturbance.  It  is 
thus  imperative  that  some  relaxation  of  the  inflexible  severity  of  the  reserve  laws  should  be  introduced  for  the 
period  during  which  the  retirement  of  the  legal  tenders  is  in  process.  To  meet  this  inevitable  exigency,  we 
have  suggested  two  transient  expedients, — the  suspension  of  the  reserve  requirements  of  the  National  banking 
laws  for  five  years,  and  permission  to  the  National  banks  to  use  for  a like  period  any  bonds  issued  under  the 
contemplated  law,  as  reserve  against  deposits,  to  the  extent  of  one-half  of  the  amount  of  reserve  required  by 
now  existing  law.  The  effect  of  such  an  arrangement  would  be  to  prevent  these  possible  complications  and 
thereby  make  the  banks  correspondingly  freer  to  issue  the  new  notes;  which  again,  as  the  retirements  of  the 
legal  tenders  and  the  new  issues  of  the  banks  would  need  to  proceed  pari-passu^ — would  greatly  tend  to 
facilitate  the  smooth  and  steady  execution  of  the  whole  process  of  transition  from  the  old  to  the  new  conditions. 

The  imposition  of  5 per  cent  interest  on  the  notes  of  failed  banks,  from  the  date  of  suspension  to  that  of 
their  payment  by  the  receiver,  is  suggested  as  an  expedient  to  prevent  depreciation  of  the  notes  pending  that 
period.  Its  further  effect  would  be  to  avoid  any  necessity  for  creating  a special  fund,  such  as  is  provided  ia 
Mr.  Carlisle's  bill  and  the  Baltimore  plan,  for  paying  the  notes  immediately  upon  suspension. 


